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CONTINUED DISRUPTION IN
THE PAYMENTS INDUSTRY
My original intent in introducing this edition of Payments Plus was
to discuss the continued momentum and exciting developments in
payments. But the swift onset of COVID-19, with its broad economic
and social implications, could not be ignored. Through this tumultuous
period we can already glimpse some lasting changes. These include
the acceleration of e-commerce, greater consumer demand for mobile
and contactless payments, the need for effective and inclusive digital
servicing, more flexible business-to-business and government-toconsumer payment options, and a replacement for static fraud models.
We already knew these shifts would happen, but the pandemic has
accelerated the call to action.
It is worth remembering that much of the current financial technology
boom has its origins in the last financial crisis. Incumbents and
traditional providers of financial services retreated into defensive
positions, tightening credit and deferring investment. Innovators
recognized the opportunity, using emerging technology to create
entirely new business models. Now it is the traditional players trying to
figure out how to be more like fintechs. It will be exciting to see what
innovations begin from this time of challenge, and which companies
and archetypes lead the way.
In this edition, we share findings from our proprietary Shopping
Outlook Survey that tracks evolving consumer sentiment during the
pandemic. We also discuss the continued rise of point-of-sale financing,
the opportunities presented by leveraging payments data, and the
appearance of new fraud threat vectors. These topics will become even
more important for our industry as we emerge from the pandemic and
look forward to brighter days. Please be safe and healthy.
Best wishes,

Joshua Gilbert
Partner
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SHOPPING
OUTLOOK
SURVEY
Evolving Consumer Sentiment
During the Pandemic
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+ SHOPPING ATTITUDES
+ CONSUMER CONFIDENCE
As the coronavirus pandemic in the United
States evolves from the acute phase to a “new
normal,” shelter in place restrictions will be
relaxed and businesses will start to reopen
their retail locations. The big questions on
many minds are how quickly we will get back
to normal, when consumers will return to
shopping, and when restaurants, sporting
events, and travel will pick up again.
It is unclear how consumers will react,
and given the extraordinary pace of new
developments, we expect sentiment to shift
often. Understanding this rapidly evolving
landscape will be critical across the payments
value chain as all are trying to predict sales
and transaction volumes.

Oliver Wyman COVID-19
US Shopping Outlook Survey
Oliver Wyman launched the COVID-19 US
Shopping Outlook Survey in mid-April. This
weekly flash survey measures consumers’
attitudes with questions focused on shopping
sentiment, financial confidence, and the direct
impacts of the pandemic.
In addition, Oliver Wyman has developed the
COVID-19 US Shopping Confidence Index, a
proprietary measure of consumer shopping
attitudes based on shopping plans and overall
financial confidence.

COVID-19 US Shopping Confidence Index, April 13 to April 27, 2020

April 13

241

April 20

251
10

Source: Oliver Wyman COVID-19 US Shopping Outlook Survey (N=~500); April 13-27, 2020

April 27

267
16
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Shaky confidence
In late April, consumers responded negatively to questions about making large
purchases and re-entering public life. As the pandemic progresses, these metrics
will serve as important indicators of recovery in consumer spending habits.
Over the next month, do you plan on
making any large purchases
(over $500)?
% of respondents, April 27, 2020

Based on the situation today, would you feel
comfortable going out to a restaurant or
being in other settings with crowds such
as theaters, stadiums, subways?
% of respondents, April 27, 2020
16%

14%

12%

23%
72%

63%

 Yes  Maybe  No

 Yes  Yes, but only with a mask  Not yet

Youth movement
Younger individuals, especially those between 18 and 24, are shifting their spending
online and have a greater propensity for discretionary spending.
Online shopping and discretionary spending behavior
% of respondents, April 27, 2020
90%

Age
18 – 24

72%

55%

25 – 34

65%

35%

35 – 44
51%

58%

26%

45 – 54

29%

55 – 64
46%

65+

 Doing more shopping online compared with before the pandemic
 Planning on buying non-necessities in the next week

17%
10%
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Savings intentions
People with higher incomes are not planning to change their savings behavior after the
pandemic. Lower income individuals are more divided, with many planning to save more
but some planning to save less.
Planned savings behavior after the pandemic is over
% of respondents, April 27, 2020
7%

5%

48%

50%

Annual income
<$50,000
42%

Annual income
$50,000
to $200,000

34%

Annual income
>$200,000
66%

 Will save less  Will save about the same  Will save more

If you would like to receive the results of this weekly flash survey,
please reach out to us at payments@oliverwyman.com

47%
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POINT-OF-SALE
FINANCING
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+ CUSTOMER EXPERIENCE
+ MERCHANT PAYMENTS
Buy now, pay later (BNPL) solutions have been
spreading all over the globe, taking root in
Australia and Sweden before migrating to
other markets, including the United States.
In a BNPL transaction, consumers are allowed
to make a purchase immediately and set
up installment payments through a third
party. The model is compelling for everyone.
Merchants decrease abandonment rates and
increase average order size. Consumers have
line of sight to payoff and often attractive
rates subsidized in part by the merchant.
Banks get exposure to geographically
diverse consumer credit, an asset profile
for which many lenders have appetite.
The growth rate of the BNPL category has
greatly exceeded that of credit and debit,
attracting bank providers and credit card
issuers to come to market with their own
twists on the category. The key challenge is to
differentiate: Why should consumers choose

a BNPL solution over their credit cards, which
may now have similar functionality? Why should
a merchant choose one BNPL provider over
another, and should it offer multiple providers?
Given a more challenging credit environment,
why should a bank provide balance sheet
capacity to an unaffiliated solution?
Oliver Wyman has completed a number of
projects in the BNPL space. This includes
engagements on behalf of investors to
evaluate the market and to assess specific
opportunities, as well as supporting the
value proposition and product development
for a new offering. Any new proposition
needs to map the experience for each of
the key constituencies, and understand
what their differentiators are relative to
solutions already in market. Ultimately,
this work has supported clients to make
strategic investment decisions.
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USING DATA
TO DRIVE
M&A REVENUE
SYNERGIES
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+ DATA DESIGN
+ SHARED DEVELOPMENT
Is data the new battleground in financial
services? We’re seeing signs that
organizations around the world are placing
their bets on data. The mega-mergers
that have reshaped the core processing
and merchant acquiring industry have
placed a huge emphasis on what they can
do with joint data to drive revenue. Large
banks that once were siloed by product
are breaking down barriers, building
connected data lakes, and giving decision
science a place at the table alongside
product owners. Bureaus are buying and
building other consumer databases, while
marketing data aggregators are moving
into credit risk scoring and fraud solutions.
Oliver Wyman is at the forefront of this
data war by combining its long reputation
for analytics and risk consulting with new
product developers and digital architects.

Over the past year we’ve worked with a
number of clients to create marketable
products on top of the client’s data stack.
The process is simple. We work closely
with the client to ideate, prioritize, and
select the best ideas (often from our
design studio) that leverage existing and
enhanced client data. Only the top ideas
make it to OW’s design team, which codes,
tests, and gets live customer feedback,
allowing for fast development. When the
product is ready for market the client gets
all the documentation and marketing
materials to hit the ground running.
The financial arrangement is just as
simple. Both Oliver Wyman and the
client make investments in the product
development. Once the product is in the
market, we share the revenue based
on each party’s risk and investment.
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LEVERAGING
ADVANCED
ANALYTICS TO
ASSESS ACCOUNT
STRENGTH

Q2 2020

+ ANALYTICS
+ CUSTOMER RELATIONSHIPS
For years traditional financial institutions
have worried about the disaggregation of
the venerable checking account. Fintechs
have made it easy to borrow, pay, spend, and
send money without requiring consumers
to switch bank accounts. The result has left
many wondering if low-balance or low-activity
accountholders are really customers. Product
managers have been relying on implied
measures of payments activity as a proxy
for the degree of customer engagement,
examining the number of debit transactions,
bill pay velocity, and automated clearinghouse
(ACH) activity, among others. These metrics
provide an indicative measure of a customer’s
engagement with the bank, but are silent on
what’s happening elsewhere.

What if there were a way to more accurately
measure bank account strength? What
if financial institutions had a view into
payments activity that occurs outside of
their own transaction accounts? Think about
the possibilities for a more focused market
to cross-sell, upsell, and re-price customer
relationships.
Oliver Wyman is exploring opportunities
to employ advanced analytics against
first- and third-party data to create a
more accurate view of the strength of
relationships between financial institutions
and their customers. The result will be a
new level of insight into how to optimize
value, determine the best use of investment
dollars, and predict attrition risks.
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DIGITAL
PAYMENTS
FRAUD
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+ AUTHENTICATION
+ SECURITY
As e-commerce growth increases across
Latin America, in some cases becoming as
relevant as physical retail, it is getting harder
to ignore the elephant in the room: a spike in
fraud in card-not-present transactions. While
other regions have introduced stronger
customer authentication protocols, most
issuers and merchants in Latin America still
rely on simple risk-based rules. The result
is approval rates of as low as 65 percent
together with fraud losses of more than
100 basis points industry-wide, with some
companies peaking at 500 basis points.
What’s more, while card-not-present fraud
is widely ranked as one of the biggest pain
points, the adoption of industry-wide security
solutions and standards, such as 3-D Secure
2.0, tokenization, and fraud information
sharing, has been subpar at best.

Oliver Wyman interviewed leading firms
across Brazil, the largest market in Latin
America, to understand the root causes of the
current situation — from traditional retailers,
digital-native players, and payment technology
firms to the main card networks and the
major issuers. By collecting the interview
insights and developing our views on potential
solutions, we brought together the often
polarizing positions of the market participants
and proposed an unbiased and independent
set of solutions for increased security.
We suggested, among other things,
examining the process rules and
responsibilities across the various industry
participants, improving the consumer
experience with standardized guidelines
for authentication across institutions,
and enhancing consumer education and
awareness on security solutions.
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MANAGING
LOYALTY FRAUD
Loyalty programs have grown tremendously in the last decade.
Airlines, hotel chains, and financial services are the most
prominent loyalty providers, but programs are proliferating
quickly across sectors, including restaurants and retailers.
Yet most consumers do not regularly track the points
they have earned or redeemed, making loyalty programs
particularly alluring to fraudsters as bad behavior goes
unnoticed and unreported. As merchants and payments
providers continue to bolster defenses against more
traditional fraud types, loyalty programs are a prime target
for fraudsters looking to branch out into new areas.

Perspectives
Oliver Wyman works closely
with industry leaders, regulators,
and academic experts to develop
and deliver breakthrough
solutions based on our deep
understanding of issues and
developments on the ground
and across businesses.

The current defenses against such vulnerabilities are
outdated and ineffective. Organizations are still largely
dependent on inefficient manual processes and narrow
point solutions. Consequently, many organizations are at risk
for reputational and financial damages. It is time for a new
approach, one that addresses the problem broadly through
modern techniques combined with state-of-the-art tools.

Threat Vectors
Fraudsters recognize the value of the accumulated points,
and they have found creative ways to realize that value.
Threat vectors are present across the customer journey,
as outlined in the table.
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Typology

Description

Account
Takeover
(ATO)

Third-party fraudsters gain access to legitimate customer accounts and use points to:

Sign Up
Abuse
and New
Account
Fraud

• Third party fraudsters open illegitimate accounts, often leveraging stolen identities to liquidate
points from member accounts

Policy
Abuse

• This type of activity is frequently perpetrated by legitimate customers

• Redeem for gift cards, which are virtually untraceable
• Purchase travel tickets in the account holder’s name, then change the name to a
third party after selling the ticket

• Most commonly, fraudsters transfer points to a newly created account with the aim to sell them
• Fraudsters also use fake accounts to earn and redeem points tied to stolen credit cards

• Thinking of themselves as “savvy shoppers,” consumers will overshare coupon or promotional
codes, thereby breaching merchant policies
• Likewise, online fraudsters abuse coupons or referrals to gain access to financial payouts or
valuable items or services

The Way Forward
Legacy approaches that rely on large manual
teams and point solutions are no longer
efficient or scalable. Program providers need
solutions that:

Adapt to business requirements. Fraud

Protect consumers throughout the journey
with an integrated platform. To keep pace
with the speed of change, there is a need to
combine data, fraud detection capabilities, and
machine learning into a single platform that
can constantly be adapted and updated.

the markets a company operates in, and more.

Deliver decisions in real time. Online
shoppers expect instant gratification. Risk
scores and manual review of transactions
add friction and delay purchase completion.

network, not just the risky behaviors. The

prevention models require continuous tailoring
to ensure accurate decisions that meet the
business model, risk appetite, service portfolio,
Aggregate data in a global merchant
coalition. The platform must build a picture
of consumer behavior that distinguishes
fraudulent from legitimate activity by
aggregating all merchant data across its
understanding of legitimate customer
behavior allows for an increase in approval
rates while minimizing fraud chargebacks.
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COVID-19 REPORTS
Oliver Wyman is supporting
our clients’ response to
COVID-19, by offering
perspectives on topical
themes and by deploying a
fully integrated “analytical
stack” connecting COVID-19
scenarios to economic and
business impacts.
The report images are
hyperlinked. Please click
to view or download the
document.

The COVID-19 Pandemic
Navigator

Consumer Credit Challenges
In The Time Of COVID

The New Minimum

Forgive But Don’t Forget
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Payments Shifts With
Covid-19

Activating Operational
Resilience In The Wake
Of The COVID-19 Crisis

Responding To COVID-19

Cyber Risk Grows
As Criminals Exploit
Coronavirus Crisis

Procurement Refocus
And Relaunch

Hotel – Hospital
COVID-19 Response
Playbook
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OTHER REPORTS
Oliver Wyman publishes
a broad range of points
of view across industries.
A sample of our recently
released intellectual capital
is shown here. All of our
reports can be accessed
on our website.

A $700 Billion Missed
Opportunity

Steering Through
The Next Cycle

Bank Risks Hiding In
Plain Sight

Rethinking Data
Governance
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CELENT
Celent, a division of
Oliver Wyman, is the leading
subscription research and
advisory firm focused on
financial services technology.

TOP TRENDS IN RETAIL PAYMENTS
2020

INSTANT PAYMENTS: HURRY UP
ALREADY

Zilvinas Bareisis

Gareth Lodge

27 January 2020

6 January 2020

Top Trends in Retail
Payments 2020

Instant Payments:
Hurry Up Already

THE MODERN DIGITAL BANKING
CHANNEL PLATFORM:
GLOBAL EDITION

GAME-CHANGING CUSTOMER
ENGAGEMENT: END-TO-END
DIGITIZATION

Stephen Greer and Bob Meara

Alenka Grealish and Bob Meara

1 March 2020

7 January 2020

The Modern Digital
Banking Channel Platform:
Global Edition

Game-Changing Customer
Engagement: End-to-End
Digitization
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EVENTS
May 12 | Webinar
Briefing for investors on dynamics in the payments and consumer
finance sectors. Commentary provided by:
• Payments – Joshua Gilbert and Tony Hayes
– Payments activity by vertical and large vs. small and medium-sized
businesses, between card-present and card-not-present spend
– Outlook for different industry participants
• Consumer Finance – Michael Duane and Ross Eaton
– Key trends among lenders – deferral and forbearance, payment rates,
loan growth
– Outlook on future provisions and impact of CECL

August 25-27 | Singapore
Marc Entwistle will moderate a panel discussion on “Hong Kong virtual
banks: Can they dazzle to win a ruthless consumer battle?”
Money 20/20 is the
largest industry
event focused on the
payments, banking,
and fintech sectors.
Oliver Wyman will
share perspectives
at each of the three
conferences around
the world.

September 22-24 | Amsterdam
We have two slots on the agenda, both related to the European Payments
Initiative (EPI):
• Martina Weimert will moderate a panel discussion with four major
European banks on EPI
• Tony Hayes will host a fireside chat with the Head of Payments
Infrastructure at the European Central Bank

October 25-28 | Las Vegas
Oliver Wyman will moderate several panel discussions and host two fireside
chats. Details to be included in the next issue of Payments Plus

PAYMENTS + BRAND
PAYMENTS + DIGITAL
PAYMENTS + STRATEGY
PAYMENTS + OPERATIONS
PAYMENTS + TECHNOLOGY
PAYMENTS + PARTNERSHIPS
PAYMENTS + DUE DILIGENCE
PAYMENTS + DATA & ANALYTICS
PAYMENTS + RISK MANAGEMENT
PAYMENTS + CUSTOMER EXPERIENCE
PAYMENTS + ORGANIZATIONAL EFFECTIVENESS

Oliver Wyman is a global leader in management consulting
with offices in more than 60 cities across 29 countries
Email: payments@oliverwyman.com
Web: www.oliverwyman.com
Oliver Wyman is a wholly owned subsidiary of Marsh & McLennan companies
[NYSE: MMC].

